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Financial Highlights 


(dollar amounts in millions, except per share data) 

1991 

Change 

1990 

Change 

1989 

Change 

Net sales 

$5,786.6 

+ 12% 

$5,181.4 

+n% 

$4,651.7 

+ 7% 

Net earnings 

606.0 

+ 21% 

502.8 

+ 7% 

470.2 

- 2% 

Earnings per share 

2.51 

+ 21% 

2.08 

+ 8% 

1.93 

- 1% 

Dividends per share 

1.075 

+ 12% 

.96 

+ 12% 

.86 

+ 13% 

Cash provided by operations 

934.4 

+ 14% 

819.2 

+ 54% 

533.5 

+ 8% 

Capital expenditures 

333.5 

+ 4% 

320.5 

- 37% 

508.7 

- 5% 

Return on average equity 

30% 


28% 


30% 


Debt to total capital 

18% 


26% 


34% 


Average shares (millions) outstanding 

241.2 


241.6 


244.2 



Share and per share amounts have been restated to reflect the two-for-one stock split, effective December 4,1991. 

Net earnings for 1989 include $48.1 million ($.20 per share) resulting from the adoption of Statement 
of Financial Accounting Standards No. 96, "Accounting for Income Taxes,” as of January 1,1989. 


Annual Report 1991 

Kellogg Company, headquartered in 
Battle Creek, Michigan, is the world's 
leading producer of ready-to-eat cereal 
products. The Company also manufac¬ 
tures frozen pies and waffles, toaster 
pastries, cereal bars, and other con¬ 
venience foods. 

Founded in 1906, Kellogg Company 
has a heritage of excellence and a repu¬ 
tation for products that contribute to a 
healthy diet. Kellogg products are man¬ 
ufactured in 17 countries and distributed 
in more than 150 countries. 















Your Company achieved record results in 1991 and prepared globally to take advantage of unprecedented 
opportunities for long-term growth. Sales increased for the 47th consecutive year, earnings were up for the 
39th time in 40 years, and dividends were raised for the 35th straight year. The per-share value of Kellogg 
stock increased significantly during 1991 and the stock split two-for- 
one, effective December 4. In response to the Company's continued 
financial strength and growth prospects, the Board of Directors 
authorized management to purchase up to $150 million in shares of 
Kellogg stock during 1992. 

Worldwide consumption of 
ready-to-eat cereal now exceeds 
5 billion pounds per year, with 
Kellogg Company commanding a 
44 percent share of the market. 

Consumption is growing steadily due to ever-increasing recognition by consumers of the nutritional value, 
good taste, and convenience of this unique category of products. Further enhancing this growth potential 
are favorable political and economic developments in high-potential markets around the globe. 

More than 85 years of investment in our ready-to-eat cereal business has yielded a global manufac¬ 
turing, sales, marketing, and distribution infrastructure that is poised to meet growing competition and pro¬ 
vides a solid platform for future growth. Our greatest growth potential is in new and developing markets 
in Europe, Asia, and Latin America. However, considerable potential still exists in more developed markets 
such as the United States, Canada, the United Kingdom, and Australia. 

To best position Kellogg Company for the future, our global operations were restructured, effective 
January 1,1992, into four operating divisions, each headed by an area director who reports directly to the 
chairman. The four divisions and their directors are Kellogg North America - Gary E. Costley; Kellogg 
Europe - Thomas A. Knowlton; Kellogg Australasia - Donald G. Fritz; and Kellogg Latin America - William 
A. Camstra. Mr. Knowlton, Mr. Fritz, and Mr. Camstra were promoted to executive vice president of Kellogg 
Company, a position already held by Dr. Costley. The pages that follow describe the performance and 
growth potential of each division. 
























































In August of 1991, Robert L. Creviston was named the Company's senior vice president - human resources. 
Effective January 1,1992, Donna J. Banks was named vice president - research. 

I feel honored and challenged to succeed William E. LaMothe as Kellogg's chairman of the board 

and chief executive officer. 
Mr. LaMothe retired on 
December 31,1991, after 
41 years of distinguished 
service to our Company (see 
page 32). 

We are extremely fortu¬ 
nate at Kellogg Company to 
have an outstanding world¬ 
wide team of people whose 
spirit and commitment are 
at the heart of our corporate 
culture. It is a privilege 
to lead such a fine team as 
we pursue opportunities 
around the world, continue 
to build this great Company, 
and create greater value 
for our shareholders. 


Arnold G. Langbo 
Chairman of the Board 
Chief Executive Officer 
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Comprised of Kellogg USA (formerly the U.S. Food Products Division) and Kellogg Canada, 
Kellogg North America is leveraging its leadership position to achieve growth in a highly com¬ 
petitive market environment. 

During 1991, Kellogg USA's aggressive marketing programs led to volume increases by 
the six top Kellogg's brands - Kellogg's Com Flakesf Kelloggs Frosted 
I Flakes ,® Kellogg s® Raisin Bran, Rice Krispies? Froot Loops?and Frosted 

Mini-Wheats? All but Rice Krispies also gained market share. More im- 
portantly, our carefully targeted marketing support further strengthened 
consumer loyalty to these and other key brands. 

Consistent with strong consumer interest in health and fitness, 

m Kellogg USA markets 24 fat-free cereal products, more than 

any other manufacturer. Late in 1991, the Company announced 
the national introduction of Kellogg's Frosted Bran ™ and 
Kellogg's ® Low-Fat Granola cereals and the West Coast intro¬ 
duction of Kellogg's ® Nutri-Grain ® Nuggets. This followed 
the launches of Kellogg's • Cinnamon Mini Buns and 
1 Kellogg's ® Double Dip Crunch ™ cereals earlier in the year. 

Kellogg Canada also marketed its major brands vigor¬ 
ously during 1991 and continued to achieve gains in volume 



LEVERAGING LEADERSHIP 
IN A COMPETITIVE MARKET 


and market share. Particular emphasis was placed on volume growth in Quebec, where the 
ready-to-eat cereal category traditionally has been underdeveloped. The introduction of 
Kellogg's ® Cruncheroos m toasted oat cereal in two varieties broadened Kellogg Canada's 
product lineup. 




To meet long-term production needs and improve effectiveness, Kellogg North America 
continued to invest in all six of the division's cereal plants - at London, Ontario; Battle Creek, 
Michigan; Omaha, Nebraska; Memphis, Tennessee; Lancaster, Pennsylvania; and San 
Leandro, California - and its convenience foods plant at Muncy, Pennsylvania. Also during 1991, 
Kellogg further sharpened its foodservice marketing, inventory control, and customer service 
programs, underscoring an intense, unrelenting commitment to leadership and long-term 
growth in North America. 
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For over half a century, Kellogg Company has been developing a manufacturing and marketing 
infrastructure in Europe that now is generating dynamic year-to-year growth and the prospect 
of decades of further growth. Consumer acceptance of ready-to-eat cereal, long established 
in Great Britain and Ireland, is spreading throughout markets in Western Continental Europe. 
Volume sales of Kellogg's ® cereal on the Continent rose substantially in 1991. 

The political and economic changes in Eastern Europe 
and the former Soviet Union present significant additional 
opportunities. Kelloggs cereals already are on the shelves 
in Poland, Hungary, and Czechoslovakia, with distribution in 
other Eastern markets soon to come. In Latvia, Kellogg is 
majority owner of a new ready-to-eat cereal business which 
is constructing a plant near Riga. Other projects are under 
careful study. 

As these developments continue, Kellogg already has 
the capacity in place at its five technologically advanced Euro¬ 
pean cereal plants to respond aggressively to market growth opportunities throughout Europe. 
Further investment in all of those plants - at Manchester and Wrexham, Great Britain; Bremen, 
Germany; Svendborg, Denmark; and Vails, Spain - is under way in 1992. Investment also is 
planned for Kelloggs newest European plant, at Brescia, Italy, purchased during 1991. 

Throughout 1991, Kellogg Europe delivered a steady stream of product introductions. These 
included the introduction of Kelloggs ® Honey Nut Loops]" Kellogg's ® Golden Crackles ]" and 
Kellogg's * Golden Oatmeal Crisp'" cereals in both the British Isles and Continental markets, the 
launch of Kellogg's ® Cracklin' Oat Bran ® in Germany and Switzerland, and the introduction of 
Kelloggs ® Chocos ™ in Greece, Italy, and Portugal. 


EUROPE 


RESPONDING 
AGGRESSIVELY 
TO DRAMATIC CHANGES 



Not surprisingly, the potential of Europe has now drawn increased 
competitive attention. While not taking any challenge lightly, 

Kellogg Europe is both well posi¬ 
tioned and totally committed 
to achieve its full share of the 
growth that lies ahead. 
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We believe they will have a strong interest in Kellogg products. While much of the Chinese 
economy remains under central control, China's foreign investment climate is surprisingly ac¬ 
tive. Kellogg Australasia is thoroughly exploring the potential of manufacturing cereal in China 
to begin" our penetration of that mammoth market. 

With timely investments and the persistence to nurture new markets, Kellogg Australasia 
should deliver large-scale growth far into the 21st Century. 




Long-term opportunities in Asia are so immense that Kellogg Australasia - which includes 
Australia, Asia, and South Africa - could one day become Kellogg Company's largest oper¬ 
ating division. 

Kellogg Australasia operates from a solid base in Sydney, Australia, where the Company 
has manufactured cereal since 1924. Its other production facilities are in Takasaki, Japan; 

Anseong, South Korea; and Springs, 
South Africa. 

The well-developed cereal 
market in Australia, the rapidly devel¬ 
oping market in South Korea, and 
emerging markets in Hong Kong, 
Singapore, and Malaysia all experi¬ 
enced strong growth in 1991. An 
Asian Operations team was formed in Sydney to coordinate the development of our emerging 
markets, which also include Thailand, Indonesia, the Philippines, Taiwan, Pakistan, Sri Lanka, 
and Bangladesh. Major capital improvements under way at the Sydney plant and 1992 projects 
in Anseong will help provide the capacity needed for the continued growth of these markets, 
as well as domestic growth. 

The potential of India and China, the world's two most populous nations, is an exciting, 
long-term challenge for Kellogg Australasia. After years of preparations and discussions with 
the government of India, Kellogg won approval in 1991 for majority ownership of a ready-to-eat 
cereal business in that nation. Construction of a Kellogg plant will begin in 1992 near Bombay, 
with production by 1994. India's growing middle class is expected to reach 300 million by the 
year 2000. Indian shoppers are seeking quality convenience products in impressive numbers. 


CULTIVATING GROWTH IN EMERGING MARKETS 
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The success of Kellogg Latin America demonstrates how decades of patient investment in 
emerging markets can produce outstanding long-term results. 

Kellogg Latin America - which serves Mexico, Central America, and South America - has 
spent heavily to develop its marketing systems and its six plants, strategically located at 
Queretaro, Mexico; Guatemala City, Guatemala; Bogota, Colombia; Mar- 
acay, Venezuela; Sao Paulo, Brazil; and Buenos Aires, Argentina. The name 
Kelloggs has become synonymous with quality ready-to-eat cereal, earning 
Kellogg Latin America a very large share of a growing market and ever- 
increasing profitability. 

Growth prospects in Latin America are excellent. Economic develop¬ 
ment throughout the region will continue to increase con¬ 
sumer demand for processed foods such as ready-to-eat 
cereal. Growing consumer interest in health, particularly 
the benefits of dietary fiber, will add to this demand. 

The continued spread of political and economic stability 
and lowering of trade barriers will open new markets 
and permit increased synergies in our manufacturing and 
marketing systems. 

Preparing to take full advantage of these opportunities, 

Kellogg Latin America expanded its production capacity and new-product capability during 
1991 and developed major plans for further capital investment in 1992 and beyond. The division 
also continued its program of aggressive new-product introductions, including Kellogg is® 



REALIZING MARKET POTENTIAL 
FROM PATIENT INVESTMENT 






Honey Nut Os'" cereal in Venezuela, Brazil, and Mexico; Kelloggs ® Bran Flakes in 
Brazil; Kellogg's Honey Nut Corn Flakes’" in Colombia; and 
Kellogg's * All-Bran ® in Argentina and Venezuela. 

A continued commitment to leadership in nutrition, includ¬ 
ing improved labeling and nutrient content in 
cereal products and the sponsorship of fiber aware¬ 
ness symposia in six countries, also helped position 
Kellogg Latin America for the challenging, 
high-potential future that lies ahead. 
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About 20 percent of Kellogg's worldwide business is from convenience food products other 
than cereal. Our primary non-cereal lines are Eggtf frozen waffles and Mrs. Smith's ? frozen 
pies, produced by Mrs. Smith's Frozen Foods Co.; Kellogg's * Pop-Tarts ® toaster pastries, 
produced by Kellogg USA; and Kelloggs ® Nutri-Grairf Bars, a new product manufactured 

by Kellogg USA. 

Waffles remained the fastest- 
growing U.S. frozen food category 
during 1991 and Eggo, which domi¬ 
nates the category, achieved another 
year of very strong sales growth. 

S The Eggo line was broadened by the 
successful nationwide introduction of two new varieties: Eggo Mini's ™ 
and the first fat-free frozen variety, Kellogg s® Special 1C* waffles. 

Late in 1991, Mrs. Smith's announced the regional introduction of Eggo ® 
Fruit Top ™ microwaveable frozen waffles. 

In spite of intense competition in the frozen pie category, Mrs. 
Smith’s ® pies, the solid category leader, recorded a year of encouraging 
growth in both volume and market share. At the end of 1991, Mrs. 

Smith's discontinued its foodservice pie business and will focus its 
manufacturing and marketing resources on the retail and in-store bake segments. 

Kellogg's ® Pop-Tarts ,® far and away the favorite toaster pastry of North American consum¬ 
ers, continued during 1991 to gain in volume and market share in both the U.S. and Canadian 
markets. Convenient and tasty Kellogg's * Nutri-Grain ® Bars were introduced in four varieties 
during 1991. Initial consumer response has been encouraging. 
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GROWING THROUGH 
NOVATION 
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To provide additional emphasis on these retail brands and our worldwide cereal business, 
Kellogg in January of 1992 sold its Fearn International subsidiary, which produces soups and 
other foodservice products. 

Although ready-to-eat cereal will remain Kellogg Company's number one product line, 
continued leadership and growth in convenience foods represents a substantial opportunity 
and high priority for the 1990s. 


4 > 






























Cereal is good for you. 

W.K. Kellogg believed it. 

Nutritionists have affirmed it. 

Kellogg Company grows by it - every day, around the world. 

Our unique, grain-based core product fits perfectly into the 
low-fat, high-fiber diet that can help people everywhere live 
healthier and longer. Increasingly, consumers recognize that sim¬ 
ple changes in their lifestyle can make a difference - changes 
such as taking brisk 30-minute walks, choosing low-fat dairy 
products, and including more grains, fruit, and vegetables in 
their diet. 

Kellogg always has been a leader in 
communicating good news about nutrition 
and healthy living. That leadership con¬ 
tinues in the 1990s, through initiatives 
such as nutrition seminars for health pro¬ 
fessionals in Latin America, a partnership 



FOCUSING GLOBALLY 
ON A UNIQUE CORE PRODUCT 


with the French government to encourage consumption 
of breakfast, sponsorship of cancer awareness pro¬ 
grams in Canada, and a major cooperative program with the American Academy of Pediatrics 
to promote healthy lifestyles for children. Sponsorship of U.S. Olympic teams. Major League 
Baseball, the National Hockey League, and other athletic events also reaffirms Kelloggs tie to 
fitness and healthy living. 

Research continues to point further to the positive role grain-based foods can play in 
a healthy diet. For example, in October of 1991, five leading scientists in the United States 
presented new evidence that fiber from wheat bran as part of a low-fat diet can help 
reduce the risk of certain cancers. 

As this important research continues, Kellogg Company employees and shareholders 
can take pride in the contributions of Kellogg products to healthy lifestyles. Our objective in 
the 1990s is to make our nutritious products available to more than a billion new potential 
consumers around the globe, more than doubling our current reach. That's an invigorating - 
and achieveable - challenge for Kellogg, "a Company of dedicated people providing quality 
products for a healthier world.” 
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Eleven-Year Summary 

(dollar amounts in millions, except per share data) 


Summary of Operations 

Net 

Sales 

% 

Growth 

Pretax 

Earnings 


% 

Growth 

Net 

Earnings 

% 

Growth 

10-year Compound 








Growth Rate 

10% 


10% 



n% 


1991 

$5,786.6 

12 

$984.2 


21 

$606.0 

21 

1990 

5,181.4 

11 

814.7 


22 

502.8 

7 

1989 

4,651.7 

7 

667.0 


(14| 

470.2 

(2) 

1988 

4,348.8 

15 

774.7 


16 

480.4 

21 

1987 

3,793.0 

14 

665.7 


13 

395.9 

24 

1986 

3,340.7 

14 

586.6 


11 

318.9 

13 

1985 

2,930.1 

13 

527.4 


11 

281.1 

12 

1984 

2,602.4 

9 

476.1 


7 

250.5 

3 

1983 

2,381.1 

1 

444.0 


8 

242.7 

7 

1982 

2,367.1 

2 

410.9 


9 

227.8 

11 

1981 

2,321.3 

8 

378.6 


12 

205.4 

12 

Other Information and Financial Ratios 







Property, 

Capital 




Total 

Number of 


Net 

Expenditures 

Depreciation 


Assets 

Employees 

1991 

$2,646.5 

$333.5 


$222.8 


$3,925.8 

17,017 

1990 

2,595.4 

320.5 


200.2 


3,749.4 

17,239 

1989 

2,406.3 

508.7 


167.6 


3,390.4 

17,268 

1988 

2,131.9 

538.1 


139.7 


3,297.9 

17,461 

1987 

1,738.8 

478.4 


113.1 


2,680.9 

17,762 

1986 

1,281.1 

329.2 


92.7 


2,084.2 

17,383 

1985 

1,035.9 

245.6 


75.4 


1,726.1 

17,082 

1984 

856.0 

228.9 


63.9 


1,667.1 

17,239 

1983 

743.2 

156.7 


62.8 


1,467.2 

18,293 

1982 

682.2 

121.1 


55.9 


1,297.4 

19,290 

1981 

658.4 

146.4 


49.1 


1,279.1 

20,260 


Net earnings for 1989 include $481 million ($.20 per share) resulting from the adoption of Statement of Financial Accounting Standards No. 96. "Accounting for Income Taxes," 
as of January 1.1989 


Net Sales 

Net Earnings 

Return on Equity 

Book Value Per 

(billions of dollars) 

(millions of dollars) 

and Assets 

Common Share* 



(percent) 

(dollars) 



■ Equity 

■ Assets 













Net 

Earnings 

Per Common Share Data* 

Cash 

Dividends 

Book 

Value 

Average Shares 
(millions) 
Outstanding 


Shareholders' 

Equity 

14% 

12% 






$2.51 

$1,075 

$8.98 


241.2 


$2,159.8 

2.08 

.96 

7.88 


241.6 


1,901.8 

1.93 

.86 

6.70 


244.2 


1,634.4 

1.95 

.76 

6.03 


246.4 


1,483.2 

1.60 

.64 

4.91 


247.4 


1,211.4 

1.29 

.51 

3.63 


247.0 


898.4 

1.14 

.45 

2.77 


246.6 


683.0 

.84 

.42 

1.98 


298.8 


487.2 

.79 

.40 

3.20 


305.8 


977.9 

.74 

.38 

2.89 


305.8 


884.7 

.67 

.36 

2.65 


305.8 


810.3 


Financial Ratios 






Pretax Interest 

Return on 

Debt to 




Current 

Coverage 

Average 

Total 


Cash Provided 

Long-term 

Ratio 

(times) 

Equity 

Capital 


By Operations 

Debt 

.9 

17 

30% 

18% 


$934.4 

$ 15.2 

.9 

11 

28% 

26% 


819.2 

295.6 

.9 

10 

30% 

34% 


533.5 

371.4 

.9 

13 

36% 

32% 


492.3 

272.1 

.9 

14 

38% 

27% 


523.5 

290.4 

1.1 

13 

40% 

31% 


542.7 

264.1 

1.4 

11 

48% 

38% 


449.7 

392.6 

1.1 

26 

27% 

59% 


331.5 

364.1 

1.8 

64 

26% 

4% 


347.1 

18.6 

1.8 

51 

27% 

2% 


341.7 

11.8 

1.9 

33 

27% 

11% 


293.3 

88.2 


♦Share and per share amounts have been restated to reflect the two-for-one stock split, effective December 4.1991. 


Cash Provided by Capital Expenditures 

Operations {millions of dollars) 

(millions of dollars) 


Common Share 

(dollars) 

■ Earnings 

■ Dividends 


Net Earnings 
to Net Sales 

(percent) 















Financial Review 


Operations 

Strong growth in both our international and domestic cereal markets 
led to record sales and earnings during 1991. Earnings reached S606 
million, up 21 percent from 1990. This followed a 19 percent increase 
in 1990 earnings over 1989 (before the effect of an accounting change) 
In 1990, by comparison, a strong international business contributed 
significantly toward the 19 percent increase. In 1989 (before the effect 
of an accounting change), earnings fell 12 percent, the first decline 
in 38 years. 

Sales totaled $5.8 billion in 1991, up 12 percent, marking the 47th 
consecutive year of increased sales. Cereal volume for international 
and the United States grew by 8 percent and 6 percent, respectively. 
During 1990, growth of 8 percent in international cereal volume 
more than offset a 4 percent decline in the United States. Increases 
in both years were aided by higher worldwide selling prices. European 
currency exchange rates negatively impacted 1991, but positively 
impacted 1990. In 1989, sales rose by 7 percent as worldwide cereal 
volume grew 2 percent. 

After minimal growth in 1990, the United States ready-to-eat cereal 
category grew almost 3 percent in 1991. This level of growth repre¬ 
sents a return to levels typical of the last decade. The Company's mar¬ 
ket share of the domestic ready-to-eat cereal category was 37.5 for 
1991, unchanged from 1990. With the market share now stabilized over 
the last two years, the Company is well positioned to continue volume 
growth and rebuild market share. 

Worldwide noncereal volume increased 5 percent and 2 percent 
in 1991 and 1990, respectively. Toaster pastries and frozen waffles in 
the United States were the largest contributors to these increases. 
Consumer interest in convenience foods and development of new 
products continue to strengthen these markets. 

Sales in Europe increased 9 percent in 1991, consistent with an 8 per¬ 
cent increase in cereal volume. The increased volume together with 
higher prices were partially offset by unfavorable currency exchange 
rates. European sales in 1990 increased 32 percent. Cereal volume 
growth of 9 percent, higher prices, and favorable currency exchange 
rates all contributed to this strong increase. In 1989, a 4 percent 
rise in European sales occurred due to increases in prices and cereal 
volume, partially offset by unfavorable currency exchange rates. 

Sales in other geographic areas increased 14 percent in 1991 and 
15 percent in 1990 on the strength of a 7 percent rise in cereal vol¬ 
ume for both years. In 1989, higher volume and prices resulted in a 
14 percent increase in sales. 


Cost of goods sold as a percentage of sales was 49 percent in 1991, 
the lowest in the last decade. Improved volume, worldwide productiv¬ 
ity gains in factory operations, timely price increases, and improved 
inventory management are among the factors that contributed to this 
lower ratio. This ratio was 52 percent in both 1990 and 1989. 

Selling and administrative expense was 33 percent of each sales 
dollar in 1991, compared to 31 percent in 1990 and 32 percent in 1989 
Increased investment in domestic marketing led to the higher per¬ 
cent in 1991. The introduction of new products worldwide is expected 
to continue in 1992, with each of the products having undergone a 
rigorous testing process and supported by strong marketing programs. 


Geographic operating segments - covered by Report of 
Independent Accountants 


Net sales 


Percent 


Percent 


Percent 

(millions) 

1991 

Change 

1990 

Change 

1989 

Change 

United States 

$3,411.0 

+ 12 

$3,043.8 

+ 4 

$2,940.5 

+ 6 

% of total 

59% 


59% 


63% 


Europe 

1,447.0 

+ 9 

1,321.5 

+ 32 

9994 

+ 4 

% of total 

25% 


26% 


21% 


Other areas 

928.6 

+ 14 

816.1 

+ 15 

711.8 

+ 14 

% of total 

16% 


15% 


16% 


Consolidated 

$5,786.6 

+ 12 

$5,181.4 

+ 11 

$4,651.7 

+ 7 

Net earnings 


Percent 


Percent 


Percent 

(millions) 

1991 

Change 

1990 

Change 

1989 

Change 

United States 

$388.3 

+ 19 

$325.4 

+ 4 

$312.6 

-11 

% of total 

64% 


65% 


66% 


Europe 

130.1 

+ 20 

108.1 

+ 12 

966 

+ 11 

% of total 

21% 


21% 


21% 


Other areas 

87.6 

+ 26 

69.3 

+ 14 

61.0 

+ 40 

% of total 

15% 


14% 


13% 


Consolidated 

$606.0 

+ 21 

$502.8 

+ 7 

$470.2 

- 2 

Identifiable assets 

Percent 


Percent 


Percent 

(millions) 

1991 

Change 

1990 

Change 

1989 

Change 

United States 

$1,859.6 

+ 1 

$1,835.3 

+ 4 

$1,770.9 

+ 8 

% of total 

47% 


49% 


52% 


Europe 

1,110.8 

+ 1 

1,096.8 

+ 25 

8790 

+ 5 

% of total 

28% 


29% 


26% 


Other areas 

767.4 

+ 8 

707.9 

+ 9 

6522 

+ 5 

% of total 

20% 


19% 


19% 


Corporate assets 188.0 

+ 72 

109.4 

+ 24 

883 

-54 

% of total 

5% 


3% 


3% 


Consolidated 

$3,925.8 

+ 5 

$3,749.4 

+ 11 

$3,390.4 

+ 3 















The deferred income tax liability was reduced $48 million when the 
Company adopted Financial Accounting Standards Board Statement 
No. 96, "Accounting For Income Taxes," effective January 1,1989. 

This adjustment favorably affected 1989 net earnings by $22 million 
in the United States, $14 million in Europe, and $12 million in other 
geographic areas. 

In the United States, net earnings rose 19 percent in 1991 on the 
strength of volume increases, higher selling prices, and improved gross 
profit margins. These increases were offset slightly by lower capital¬ 
ized interest. The 4 percent net earnings increase in 1990 was due 
primarily to higher royalty fees charged to some international operat¬ 
ing units, offset by reduced cereal volume, lower capitalized interest, 
and the FAS 96 tax adjustment recorded in 1989. The royalty fee in¬ 
crease, which generally took effect at the start of 1990, caused domes¬ 
tic net earnings to rise by $13 million, with the expense recorded in 
Europe ($6 million) and other geographic areas ($7 million). Net earn¬ 
ings fell 11 percent in the United States during 1989 due to the decline 
in cereal volume, the charge associated with the termination and 
disposition of certain operations and related assets, and staff reduc¬ 
tions, offset somewhat by the effect of the FAS 96 tax adjustment. 

Earnings in Europe for 1991 increased 20 percent as a result of vol¬ 
ume increases and higher selling prices, partially offset by unfavorable 
exchange rates. European net earnings for 1990 increased by 12 per¬ 
cent due to the rise in cereal volume, higher prices, favorable exchange 
rates, and improved profit margins. In 1989, higher cereal volume, im¬ 
proved profit margins, and a favorable FAS 96 tax adjustment, partially 
offset by increased marketing expenses and unfavorable exchange 
rates, contributed to an 11 percent rise in net earnings. 

In other geographic areas, net earnings for 1991 and 1990 rose 26 per¬ 
cent and 14 percent, respectively. Increased cereal volume, improved 
profit margins, and higher selling prices led to these increases. Net 
earnings rose 40 percent in 1989 on the strength of a 7 percent rise in 
cereal volume and a favorable FAS 96 tax adjustment, offset some¬ 
what by price restrictions in certain highly inflationary economies. 


Earnings as a percent of net sales for the fourth quarter of 1991 
were 8 percent, the same as in the fourth quarter of 1990, but were 
slightly lower than in the first three quarters of 1991 due to the in¬ 
creased worldwide marketing investment within the fourth quarter of 
1991. Other deductions include a one-time charge of $15 million 
($.04 per share) recorded in the fourth quarter of 1990 for the writeoff 
of preliminary engineering and site preparation costs associated with a 
change in strategy regarding a new cereal plant in the United States. 

On December 18,1991, the Company entered into an agreement to 
sell its wholly owned subsidiary, Fearn International Inc., effective 
January 31,1992. The sales price of approximately $115 million will 
result in a pretax gain of approximately $60 million in early 1992. 

In December 1990, the Financial Accounting Standards Board issued 
FAS 106 - “Employers' Accounting for Postretirement Benefits Other 
Than Pensions." FAS 106 must be implemented by the first quarter in 
1993. This standard requires that the estimated cost of these benefits 
(principally health and life insurance for all domestic employees) be 
accrued over the period earned rather than expensed as incurred. See 
Note 8 to the Consolidated Financial Statements for a further discus¬ 
sion of FAS 106. 


(millions, except 


per share data) 


Net sales 

Gross profit 


1991 

1990 

1991 

1990 

First 

$1,421.3 

$1,208.8 

$ 723.1 

$ 584.8 

Second 

1,413.7 

1,257.6 

734.2 

603.5 

Third 

1,506.3 

1,351.6 

774.5 

672.7 

Fourth 

1,445.3 

1,363.4 

726.1 

643.8 


$5,786 6 

$5,181 4 

$2,957.9 

$2,504.8 


Net earnings 

Earnings per share 


1991 

1990 

1991 

1990 

First 

$163.1 

$ 96.3 

$ .68 

$ .39 

Second 

152.3 

135.7 

.63 

.57 

Third 

172.4 

162.3 

.71 

.67 

Fourth 

118.2 

108.5 

.49 

.45 


$606.0 

$502.8 

$2.51 

$2.08 
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Quarterly operating results 














Liquidity and capital resources 

The financial condition of the Company remained strong during 1991. 
The Company's operations have historically provided a strong, positive 
cash flow which, along with the program of issuing commercial paper 
and maintaining worldwide credit facilities, provides adequate liquidity 
to meet the Company's operational needs. 

Cash provided by operating activities amounted to $934 million in 
1991 compared to $819 million in 1990 and $533 million in 1989.The 
increase in 1991 occurred principally from higher earnings and reduced 
working capital requirements. Major cash expenditures such as capital 
improvements, cash dividends, and treasury stock purchases increased 
from 1990 by $32 million, reflecting the Company’s commitment to 
long-term earnings per share growth with above average return on 
equity (as compared to other leading food companies). The Company's 
current ratio (excess of current assets over current liabilities) is .9:1 
for both 1991 and 1990. 

Funds expended for capital improvements in 1991 totaled $333 million 
compared to $320 million in the prior year. In 1992, capital expenditures 
are expected to increase significantly as the Company continues to 
invest globally in the modernization and expansion of cereal facilities. 
The capital program remains focused on the goal of producing the 
highest quality product at the lowest possible cost. 

Total borrowings decreased 32 percent during 1991 to $464 million. 

The Company's debt to capital ratio was 18 percent in 1991, down from 
26 percent in 1990. 

Notes payable is comprised principally of floating interest rate obli¬ 
gations. All other debt instruments are generally fixed rate obligations. 
During 1991, the Company experienced an average interest rate on 
notes payable of 7 percent as compared to 9 percent during 1990. The 
Company continues to take advantage of declining interest rates, 
particularly in the United States. 

The Company continues to enjoy the highest debt ratings on both 
its commercial paper and long-term debt. The Company has a $300 
million "shelf registration" on file with the Securities and Exchange 
Commission to provide for the issuance of debt in the United States. 
The Company maintains credit facilities with banking institutions in the 
United States and other countries where it conducts business. At year 
end, the Company had $616 million of short-term lines of credit of 
which $587 million were available. Should suitable investment oppor¬ 
tunities arise that would require additional financing, management 
believes the Company's strong balance sheet and history of earnings 
provide a solid base for obtaining additional financial resources at 
competitive rates and terms. 

In January 1990, the Company redeemed its $100 million 11/4 per¬ 
cent Eurodollar Notes due in 1992. In March 1992, the $200 million 
9/2 percent Eurodollar Notes mature resulting in the Company's 
debt position consisting essentially of floating rate instruments. 


On December 3,1991, shareholders approved an increase in the 
authorized shares of common stock from 165 million to 330 million 
and approved a two-for-one stock split to shareholders of record 
on December 4,1991. 

Dividends paid per share of common stock rose 12 percent in 1991, 
marking the 35th consecutive year of increased dividends to share¬ 
holders. Dividend payments amounted to $259 million in 1991, 
compared to $232 million in 1990. 

During 1991, the Company purchased 1,515,600 shares of its common 
stock at an average cost of $52 per share. In 1990, a total of 2,766,200 
shares were purchased at an average cost of $31 per share. Treasury 
stock purchases were made under plans authorized by the Company's 
Board of Directors. An additional $150 million of stock can be pur¬ 
chased during 1992, under authorization from the Company's Board 
of Directors. 

Management is not aware of any adverse trends that would 
materially affect the Company's strong financial position or the ability 
to provide adequate financial resources for maintenance and expan¬ 
sion of the business. 

Dividends and common stock 

Dividend payments for the year totaled $1,075 a share, up 12 percent 
from 1990. 

The principal market for trading Kellogg shares is the New York 
Stock Exchange. The shares also are traded on the Boston, Cincinnati, 
Midwest, Pacific, and Philadelphia Stock Exchanges. The closing price 
(on the NYSE) on December 31,1991 was $65%. Dividends paid and 
the quarterly price ranges on the New York Stock Exchange during the 
last two years are as follows. 


1991 - Quarter 

Dividend 

High 

Low 

Fourth 

$ .280 

$67 00 

$49.56 

Third 

.265 

55.63 

49.25 

Second 

.265 

50.38 

43.88 

First 

.265 

47.50 

35.00 

$1,075 

1990 

Fourth 

$.24 

$38.75 

$31.44 

Third 

.24 

35.50 

30.12 

Second 

.24 

36.50 

30.50 

First 

.24 

34.50 

29.38 

$ 96 











Kellogg Company and Subsidiaries 

Consolidated Earnings and Retained Earnings 

Year ended December 31, 


(millions) 

1991 

1990 

1989 

Net sales 

$5,786.6 

$5,181.4 

$4,651.7 

Interest revenue 

20.9 

17.8 

14.5 

Other revenue (deductions), net 

(6.3) 

(22.9) 

(31.7) 


5,801.2 

5,176.3 

4,634.5 

Cost of goods sold 

2,828.7 

2,676.6 

2,413.8 

Selling and administrative expense 

1,930.0 

1,618.8 

1,505.4 

Interest expense 

58.3 

66.2 

48.3 


4,817.0 

4,361.6 

3,967.5 

Earnings before income taxes and cumulative 
effect of accounting change 

984.2 

814.7 

667.0 

Income taxes 

378.2 

311.9 

244.9 

Earnings before cumulative effect of accounting change 

606.0 

502.8 

422.1 

Cumulative effect of change in method of 
accounting for income taxes - $.20 a share 



48.1 

Net earnings - $2.51, $2.08, $1.93 a share 

606.0 

502.8 

470.2 

Retained earnings, beginning of year 

2,542.4 

2,271.4 

2 ,011.1 

Dividends paid - $1,075, $.96, $.86 a share 

(259.3) 

(231.8) 

(209.9) 

Retained earnings, end of year 

$2,889.1 

$2,542.4 

$2,271.4 


See notes to financial statements. 














Kellogg Company and Subsidiaries 

Consolidated Balance Sheet 

At December 31. 


(millions) 

1991 

1990 

Current assets 



Cash and temporary investments 

$ 178.0 

$ 100.5 

Accounts receivable, less allowances of $5.8 and $4.8 

420.0 

430.2 

Inventories: 



Raw materials and supplies 

173.2 

174.8 

Finished goods and materials in process 

227.9 

184.9 

Deferred income taxes 

63.5 

70.4 

Prepaid expenses 

110.4 

80.6 

Total current assets 

1,173.0 

1,041.4 

Property 



Land 

40.4 

41.0 

Buildings 

1,045.5 

1,026.9 

Machinery and equipment 

2,635.5 

2,462.8 

Construction in progress 

168.3 

141.3 

Accumulated depreciation 

(1,243.2) 

(1,076.6) 

Property, net 

2,646.5 

2,595.4 

Intangible assets 

49.8 

62.9 

Other assets 

56.5 

49.7 

Total assets 

$3,925.8 

$3,749.4 

Current liabilities 



Current maturities of long-term debt 

$ 260.7 

$ 102.3 

Notes payable 

1884 

280.3 

Accounts payable 

289.8 

247.1 

Accrued liabilities: 



Income taxes 

129.7 

103.7 

Salaries and wages 

86.2 

73.2 

Advertising and promotion 

2526 

153.7 

Other 

117.0 

149.3 

Total current liabilities 

1,324.4 

1,109.6 

Long-term debt 

15.2 

295.6 

Other liabilities 

87.5 

95.4 

Deferred income taxes 

338.9 

347.0 

Shareholders'equity 



Common stock, $.25 par value 



Authorized: 330,000,000 shares in 1991 and 165,000,000 in 1990 



Issued: 309,771,940 shares in 1991 and 154,501,434 in 1990 

77.4 

38.6 

Capital in excess of par value 

60.2 

81.2 

Retained earnings 

2,889.1 

2,542.4 

Treasury stock, at cost: 69,309,231 and 33,843,183 shares 

(880.9) 

(797.3) 

Currency translation adjustment 

14.0 

36.9 

Total shareholders' equity 

2,159.8 

1,901.8 

Total liabilities and shareholders' equity 

$3,925.8 

$3,749.4 


See notes to financial statements 
















Kellogg Company and Subsidiaries 

Consolidated Statement of Cash Flows 

Year ended December 31, 


(millions) 

1991 

1990 

1989 

Operating activities 




Net earnings 

S 606.0 

$ 502.8 

$ 470.2 

Items in net earnings not requiring (providing) cash: 




Depreciation 

222.8 

200.2 

167.6 

Cumulative effect of change in method 




of accounting for income taxes 



(48.1) 

Deferred income taxes 

( 5 . 4 ) 

45.6 

32.0 

Other 

16.8 

17.7 

25.1 

Change in operating assets and liabilities: 




Accounts receivable 

10.2 

(75.0) 

49.4 

Inventories 

( 41 . 4 ) 

34.3 

(31.8) 

Prepaid expenses 

( 22 . 9 ) 

(74.4) 

34.8 

Accounts payable 

42.7 

(3.8) 

(114.4) 

Accrued liabilities 

105.6 

171.8 

(51.3) 

Cash provided by operations 

934.4 

819.2 

533.5 

Investing activities 




Additions to properties 

( 333 . 5 ) 

(320.5) 

(508.7) 

Property disposals 

25.2 

18.0 

15.0 

Other 

( 11 . 6 ) 

(7.9) 

(1.5) 

Cash used by investing activities 

( 319 . 9 ) 

(310.4) 

(495.2) 

Financing activities 




Borrowings of notes payable 

182.1 

367.8 

268.9 

Reduction of notes payable 

( 274 . 0 ) 

(463.7) 

(199.9) 

Issuance of long-term debt 

4.3 

24.2 

202.5 

Reduction of long-term debt 

( 126 . 0 ) 

(102.4) 

(135.2) 

Issuance of common stock 

17.7 

8.4 

9.5 

Purchase of treasury stock 

( 83 . 6 ) 

(86.9) 

(78.6) 

Cash dividends 

( 259 . 3 ) 

(231.8) 

(209.9) 

Other 

1.1 

(6.5) 

(.5) 

Cash used by financing activities 

( 537 . 7 ) 

(490.9) 

(143.2) 

Effect of exchange rate changes on cash 

.7 

2.3 

.2 

Increase (decrease) in cash and temporary investments 

77.5 

20.2 

(104.7) 

Cash and temporary investments at beginning of year 

100.5 

80.3 

185.0 

Cash and temporary investments at end of year 

$ 178.0 

$ 100.5 

$ 80.3 


See notes to financial statements. 















Kellogg Company and Subsidiaries 

Notes to Financial Statements 


Note 1 Accounting policies 

Consolidation 

The consolidated financial statements include the accounts of Kellogg 
Company and its wholly owned subsidiaries. Intercompany balances and 
transactions are eliminated. 

Cash and temporary investments 

Temporary investments that are highly liquid with original maturities of 
less than three months are considered to be cash equivalents. 

Inventories 

Inventories are valued at the lower of cost (principally average) or market. 
Property 

Fixed assets are recorded at cost and depreciated over estimated useful 
lives using straight-line methods for financial reporting and accelerated 
methods for tax reporting. Interest cost capitalized as part of the construc¬ 
tion cost of capital assets amounted to $2.4 million in 1991, $18.3 million 
in 1990, and $24 3 million in 1989 

Intangible assets 

Intangible assets represent the unamortized excess of cost over fair market 
value of net assets of businesses acquired by purchase (goodwill), trade¬ 
marks, and the underfunded amount of certain pension plans. Trademarks 
and goodwill are being amortized by the straight-line method over periods 
up to 40 years 

Net earnings per share 

Net earnings per share is determined by dividing net earnings by the 
weighted average number of common shares outstanding. All per share 
amounts have been restated to reflect the two-for-one stock split, 
effective December 4,1991. 

Note 2 Leases 

Operating leases generally are for equipment and warehouse space. 

Rent expense on all operating leases, which generally are renewable at 
the Company’s option, amounted to $39.3 million in 1991, $39.8 million 
in 1990, and $38 7 million in 1989 There are no significant future minimum 
rental commitments under non-cancelable leases. 

Note 3 Research and development 

Research and development costs charged to earnings approximated 
$34 7 million in 1991, $38.3 million in 1990, and $42.9 million in 1989 

Note 4 Divestments 

During the first quarter of 1992, the Company sold its wholly owned 
subsidiary, Fearn International Inc. The disposal resulted in a pretax gain 
of approximately $60 million 

Note 5 Foreign currency translations 

Most effects of exchange rate changes are reflected as a currency transla¬ 
tion adjustment in shareholders’ equity. 

Exchange adjustments attributable to operations in highly inflationary 
economies are reflected in earnings along with the exchange adjustments 
related to foreign currency transactions that affect cash flows 


The currency translation adjustment included in shareholders' equity 
consists of the following components. 


(millions) 

1991 

1990 

Balance. January 1. 

$36.9 

$(38 0) 

Exchange adjustments 

(22.9) 

728 

Income tax effect of the adjustments 


2.1 

Balance. December 31, 

$ 14 0 

$36 9 


Note 6 Debt 

Notes payable consists of borrowings in the United States of $165.5 
million at 4 9 percent at December 31.1991, $232.0 million at 8.3 percent at 
December 31.1990, and bank loans of foreign subsidiaries at competitive 
market rates. 

Information on long-term debt follows. 


(millions) 

1991 

1990 

9/?% Eurodollar Notes due 1992 

$200 2 

$201 1 

9V6% Eurodollar Notes due 1991 


100 3 

9% Canadian Dollar Notes due 1992 

43.3 

43 1 

Other 

324 

534 


275.9 

397 9 

Less current maturities 

260 7 

102 3 

Balance. December 31. 

$ 15.2 

$2956 


Principal payments are due as follows (in millions); 1993-$2,1994 -$2; 1995 - $1; 
1996- 51. 

Interest paid, net of amounts capitalized, approximated interest expense in 
each of the three years ended December 31.1991 

The Company has credit agreements providing for borrowing an aggre¬ 
gate of approximately $616 million on an unsecured basis, $587 million of 
which is unused at December 31,1991 In 1988. the Company filed a “shelf 
registration" of $290 million of debt securities with the Securities and Ex¬ 
change Commission Under this registration statement, the Company issued 
$100 million of 10.3 percent short-term notes in March 1989 that matured 
in March 1990. In April 1991, the remaining $190 million on the 1988 shelf 
registration was increased to $300 million. 

Note 7 Common stock and other capital 

On December 3,1991. shareholders approved an increase in the authorized 
shares of common stock from 165 million to 330 million and approved a two- 
for-one stock split to shareholders of record on December 4,1991 The stated 
par value per share of common stock was not changed from $ 25. All share 
and per share amounts have been restated to retroactively reflect the 
stock split. 

In 1991 the Company purchased 1,515,600 shares of its common stock at an 
average cost of $52. in 1990, purchased 2,766,200 shares at an average cost 
of $31; and in 1989, purchased 2,464,200 shares at an average cost of $32 
All purchases are included in treasury stock. A summary of capital stock 
transactions follows. 


(millions) 

Common 

stock 

Capital in 
excess of 
par value 

Treasury 

stock 

Balance. January 1.1989 

$38.5 

$633 

$6318 

Stock options exercised 

.1 

9.5 


Treasury stock purchased 



786 

Balance, December 31.1989 

38 6 

728 

7104 

Stock options exercised 


8.4 


Treasury stock purchased 



869 

Balance, December 31.1990 

38 6 

81 2 

7973 

Stock options exercised 

1 

177 


Two-for-one stock split 

387 

(38 7) 


Treasury stock purchased 



836 

Balance. December 31,1991 

$77.4 

$60.2 

$880 9 



















The Company has a stock option plan which was approved in 1982. In 
addition to this plan, shareholders approved (during 1991) the adoption of 
the 1991 Key Employee Long-Term Incentive Plan. The new plan provides 
for benefits to be awarded in the form of stock options, performance shares, 
performance units, incentive stock options, restrictive stock awards, and 
other stock-based awards. Under both plans, options are generally granted 
at the fair market value of the Company's common stock at the time of 
grant. Such options are exercisable when granted and expire ten years from 
date of grant. Both plans contain a reload feature. When Company stock is 
surrendered to pay for an exercised stock option, the holder of the option 
is granted a new option for the number of shares surrendered. For all 
options reloaded, the expiration date is not changed, but the option price 
becomes the fair market value of the Company’s stock on the date the 
new option is granted. 

Options for 11,421,090 (1991 plan) and 978,600 (1982 plan) shares were avail¬ 
able for grant at December 31,1991, and January 1,1991, respectively. As of 
December 31,1991, no further shares could be granted under the 1982 plan. 
A summary of transactions for both plans follows. 


Average price 

Under option, January 1,1990 

1,401,660 


$24.67 

Granted 

617,000 


30.25 

Exercised 

336,902 


21.99 

Cancelled 

16,200 


15.47 

Under option, January 1,1991 

1,665,558 


$26.82 

Granted 

1,571,960 


43.84 

Exercised 

1,696,096 


31.20 

Cancelled 

14,450 


35.66 

Under option, December 31,1991 

1,526,972 


$40.72 

Note 8 Retirement plans 




The Company has several pension plans to provide retirement benefits for 
substantially all employees. Benefits for salaried employees are generally 

based on salary and years of service, while union employee benefits 

are 

generally a negotiated amount for each year of service. Plan funding strat¬ 
egies are influenced by tax regulations. Plan assets consist primarily of 
equity securities with smaller holdings of bonds, real estate, and other 

investments. 




Pension expense includes the following components; 



(millions) 

1991 

1990 

1989 

Service cost 

$ 23.6 

$ 21.4 

$ 18.5 

Interest cost 

52.9 

46.9 

41.4 

Actual (return) loss on plan assets 

(88.0) 

26.8 

187.0) 

Net amortization and deferral 

42.3 

171.6) 

49.2 

Pension expense - Company plans 

30.8 

23.5 

22.1 

Pension expense - multiemployer plans 

1.6 

1.7 

1.6 

Total pension expense 

$ 32.4 

$ 25.2 

$ 23.7 


The reconciliation of the funded status of the plans at year-end follows. 


Underfunded Overfunded 


(millions) 

1991 

1990 

1991 

1990 

Accumulated benefit obligation: 





Nonvested 

S 23.3 

$ 7.8 

$ 16.6 

$ 4.0 

Vested 

227.4 

227.0 

305.9 

258.0 

Total 

250.7 

234.8 

322.5 

262.0 

Projected salary increases 

12.8 

12.1 

66.3 

81.9 

Projected benefit obligation 

263.5 

246.9 

388.8 

343.9 

Plan assets at fair value 

201.3 

138.2 

397.8 

345.0 

Assets (less) greater than 





projected benefit obligation 

(62.2) 

(108.7) 

9.0 

1.1 

Unrecognized net (gam) loss 

(7.3) 

5.6 

5.0 

20.2 

Unrecognized transition amount 

25.1 

27.5 

(25.6) 

(29.8) 

Unrecognized prior service cost 

34.2 

36.4 

23.6 

24.3 

Prepaid (accrued) pension 

$(10.2) 

$(39.2) 

$ 12.0 

$ 15.8 


All gains and losses are recognized over the average remaining service 
period of active employees. 

Pension expense increased in 1991 because of plan improvements in both 
the United States and United Kingdom, and the low return on plan assets 
experienced during 1990. 

The projected benefit obligation increased in 1991 primarily because of 
plan improvements made during the year that covered most employees in 
the United States and United Kingdom. 

At December 31,1991, both intangible assets and other liabilities include 
$41.0 million, reflecting underfunded pension plans, primarily in the United 
States, compared to $58.3 million at December 31,1990. 

The weighted averages for all plans of the actuarially assumed discount 
rate, long-term rate of compensation increase, and long-term rate of return 
on plan assets were 9.3,6.8, and 9.7 percent in 1991; 9.2,6.7, and 9.7 per¬ 
cent in 1990; and 9.1,6.6, and 9.7 percent in 1989, respectively. 

The Company and certain of its subsidiaries provide health care and life 
insurance benefits for some retirees and sponsor 401K plans for some active 
employees. The costs, expensed principally as incurred, are not significant. 

In December 1990, the Financial Accounting Standards Board issued FAS 
106 - "Employers' Accounting For Postretirement Benefits Other Than Pen¬ 
sions" which is required to be implemented by 1993. This standard requires 
that the estimated cost of other postemployment benefits be accrued over 
the period earned rather than being expensed as incurred. Preliminary actu¬ 
arially computed estimates indicate the Company's other postemployment 
benefit liability is approximately $400 million as of December 1991. If 
the accounting change is recorded in the year adopted, net earnings will 
be reduced by approximately $254 million. In addition, annual retirement 
benefit expense will increase by approximately $22 million (after tax) 
when compared to the current pay-as-you-go method. 

If the Company elects to amortize the cumulative effect of the accounting 
change over future years, the annual retirement benefit expense will increase 
by approximately $35 million (after tax) over current levels. 





















Note 9 Income taxes 

On January 1,1989, the Company adopted Statement of Financial Account¬ 
ing Standards No 96, "Accounting for Income Taxes." The Company elected 
to report the cumulative effect of the change to the new accounting stan¬ 
dard, amounting to S48.1 million, in 1989 net earnings The change from the 
deferred method to the liability method of accounting for income taxes did 
not have a significant impact on 1989 income tax expense 


Income taxes are provided on the basis of earnings reported in the financial 
statements. To the extent that certain transactions are reported in different 
periods for tax purposes, a portion of the provision for taxes is classified 


as deferred. Accelerated depreciation, coupons, and other temporary differ¬ 
ences result in deferred taxes. The components of pretax earnings and 
of income tax expense follow. 

(millions! 

1991 

1990 

1989 

Earnings before income taxes and 
cumulative effect of accounting change 
United States 

Foreign 

$626.0 

358.2 

$511 6 

303 1 

$4601 

206.9 


$984.2 

$8147 

$667 0 

Income Taxes 

Currently payable 

Federal 

$191.0 

$152.1 

$163.2 

State 

26.8 

195 

18.6 

Foreign 

136.1 

122.1 

57.2 


353.9 

293 7 

239.0 

Deferred. 

Federal 

7.9 

6.2 

(174) 

State 

2.0 

.3 

(14) 

Foreign 

14.4 

117 

24 7 


24.3 

18.2 

5.9 

Total income taxes 

$378.2 

$311 9 

$244.9 

Following is a reconciliation of the U.S. statutory income tax rate to the 

Company's effective income tax rate. 


1991 

1990 

1989 

U.S. statutory rate 

34.0% 

34 0% 

34.0% 

Foreign rates varying from 34% 

1.9 

27 

9 

State income taxes, net of 

federal benefit 

1.9 

1.6 

1.7 

Nondeductible goodwill 

Other 

.6 


3 

(2) 

Effective income tax rate 

38.4% 

38.3% 

36 7% 


Cash paid for income taxes was as follows (in millions) 1991 - $334, 
1990-$234, 1989-$278 


At December 31,1991, $1,057 million of foreign subsidiary earnings is con¬ 
sidered permanently invested in those businesses. Accordingly, U.S. income 
taxes have not been provided for such earnings. If all of these earnings 
were remitted, foreign withholding taxes would amount to $58 million. 

Note 10 Operating segments 

The Company operates in a single industry - manufacturing and marketing 
convenience food products throughout the world. 

Information presented on page 18 describes operations by geographic area. 
Included are schedules of net sales and net earnings for the years 1991,1990, 
and 1989, and the related year-end identifiable assets, including corporate 
assets that are comprised principally of cash and temporary investments. 


Note 11 Financial instruments and credit risk concentration 

The Company enters into foreign exchange contracts as a hedge against 
the adverse impacts of fluctuations of foreign currency denominated receiv¬ 
ables, payables, and other commitments. Foreign exchange contracts gener¬ 
ally have maturities of six months or less and are entered into with major 
international financial institutions. The Company's risk in these transactions 
is the cost of replacing, at current market rates, these contracts in the 
event of default by the institutions. Management believes that the risk of 
such losses is remote. At December 31,1991 and 1990, the Company had 
no significant amounts outstanding in foreign exchange contracts 

Financial instruments which potentially subject the Company to concen¬ 
trations of credit risk are primarily cash and temporary investments and 
accounts receivable. The Company places its investments in highly rated 
financial institutions and investment grade short-term debt instruments, 
and limits the amount of credit exposure to any one entity Concentrations 
of credit risk with respect to the receivables are limited due to the large 
number of customers, generally short payment terms, and their dispersion 
across geographic areas. 


Report of Independent Accountants 

IViee llaterfwu.se 

To the Shareholders and Board of Directors of Kellogg Company 
In our opinion, the accompanying consolidated balance sheet and the related 
consolidated statements of earnings and retained earnings and of cash 
flows present fairly, in all material respects, the financial position of Kellogg 
Company and its subsidiaries at December 31,1991 and 1990, and the results 
of their operations and their cash flows for each of the three years in the 
period ended December 31,1991, in conformity with generally accepted ac¬ 
counting principles. These financial statements are the responsibility of the 
Company's management; our responsibility is to express an opinion on these 
financial statements based on our audits. We conducted our audits of these 
statements in accordance with generally accepted auditing standards which 
require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the account¬ 
ing principles used and significant estimates made by management, and 
evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for the opinion expressed above. 

As discussed in Note 9 to the financial statements, the Company changed 
its method of accounting for income taxes in 1989. 

Battle Creek, Michigan 
February 5,1992 


















Kellogg Operations and Facilities 


Worldwide Operations 

Argentina 

Kellogg's* cereals, snacks 

Australia 

Kellogg's • cereals, breading 
products 

Brazil 

Kellogg's 8 baby food cereals, 
cereals, breading products 

Canada 

Kellogg's* cereals, toaster pastries 
Eggo * waffles 
Mrs Smith's * pies 

Shirriff * pie fillings, potatoes, 
puddings 

Colombia 

Kellogg's « cereals, breading 
products 

Denmark 

Kellogg's* cereals 
/bste® peas, rolled oats 

Mollerens* macaroni, 
peas, soups 

France 

Kellogg's* cereals 

Germany 

Kellogg's* cereals, cereal bars, 
breading products 

Great Britain 

Kellogg's • cereals 
Askeys* cones, syrups, wafers 

Guatemala 

Kellogg's * cereals, breading 
products 


Japan 

Kellogg's* cereals 

Mexico 

Kellogg's* cereals, breading 
products 

South Africa 

Kellogg's* cereals, breading 
products 

South Korea 

Kellogg's ® cereals 

Spain 

Kellogg's* cereals 

United States 

Kellogg's* cereals, cereal bars, 
croutons, toaster pastries, breading 
and stuffing products 

Eggo * waffles 
Mrs Smith's* pies 

Venezuela 

Kellogg's* cereals, breading 
products, flans, puddings, 
gelatins 


Manufacturing Locations 

North America 

San Leandro, California 
Battle Creek, Michigan 
Omaha, Nebraska 
London, Ontario 
Rexdale, Ontario 
Lancaster, Pennsylvania 
Muncy, Pennsylvania 
Memphis,Tennessee 

Europe 

Svendborg, Denmark 
Bremen, Germany 
Aylesbury, Great Britain 
Manchester, Great Britain 
Wrexham, Great Britain 
Brescia, Italy 
Vails, Spain 

Australasia 

Sydney, Australia 
Takasaki, Japan 
Springs, South Africa 
Anseong, South Korea 

Latin America 

Buenos Aires, Argentina 
Sao Paulo, Brazil 
Bogota, Colombia 
Guatemala City, Guatemala 
Queretaro, Mexico 
Maracay, Venezuela 

Mrs. Smith s Frozen Foods Co. 

San Jose, California 
Atlanta, Georgia 
Blue Anchor, New Jersey 
Morgantown, Pennsylvania 
Pottstown, Pennsylvania 
Rossville,Tennessee 


Italy 

Kellogg's ® cereals, breading 
products 
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Theodore Cooper 
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Claudio X. Gonzalez 
Gordon Gund 
J. Richard Munro 
Timothy P Smucker 
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Donald Rumsfeld (Chairman) 
Charles M. Bliss 
Philip Caldwell 
Charles W. Elliott 
Claudio X. Gonzalez 
Arnold G. Langbo 
Timothy P Smucker 

Nominating Committee 

Philip Caldwell (Chairman) 
Theodore Cooper 
William E. LaMothe 
Ann McLaughlin 
Donald Rumsfeld 
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Kellogg Company 

One Kellogg Square 
Battle Creek, Ml 49016-3599 
(616) 961-2000 

Independent Accountants: 

Price Waterhouse 

Transfer Agent, Registrar, and 
Dividend Disbursing Agent: 

Harris Trust and Savings Bank 
Corporate Trust Operations 
P0. Box 755 

311 West Monroe Street 
Chicago, IL 60690 
(800) 323-6138 

Fiscal Agent: 

9% Canadian Dollar Guaranteed Notes 
due 1/16/92 

9 WVo Eurodollar Notes due 3/6/92 
Citibank, N.A. 

Ill Wall Street 
New York, NY 10043 

Dividend Reinvestment and 
Stock Purchase Plan: 

This plan, available to shareholders, provides 
a means of regular dividend reinvestment, 
including a voluntary cash payment option 
for the purchase of additional stock. 

For details, contact: 

Harris Trust and Savings Bank 
Dividend Reinvestment Service 
PO. Box A3309 
Chicago, IL 60690 
(800) 323-6138 

Kellogg Better Government Committee: 

This committee is organized to permit Company 
shareholders, executives, administrative person¬ 
nel, and their families to pool their contributions 
in support of candidates for elected offices at 
the federal level who believe in sound economic 
policy and real growth, and who will fight infla¬ 
tion and unemployment, try to decrease taxes, 
and reduce the growth of government. Interested 
shareholders are invited to write for further 
information: 

Kellogg Better Government Committee 
ATTN: Joseph M. Stewart 
One Kellogg Square 
Battle Creek, Ml 49016-3599 


Duplicate Mailings: 

When shares owned by one shareholder are 
held in different forms of the same name (Jane R. 
Doe, J.R. Doe, and J. Rose Doe), duplicate mail¬ 
ing of shareholder information results. The Com¬ 
pany mails to each name on the shareholder list 
unless the shareholder requests that duplicate 
mailings be eliminated. If you currently receive 
duplicate reports, you can help eliminate the 
added expense by requesting that only one copy 
be sent. Send the labels or label information to 
our transfer agent, Harris Trust and Savings Bank, 
indicating which name you wish to keep on the 
list and which names should be deleted. This 
change will not affect dividend or proxy mailings. 

Company Information: 

The 10-K report, cassette tape recordings of 
this report for visually impaired shareholders, 
and other corporate and product information 
are available upon request from: 

Kellogg Company 
Consumer Affairs Department 
PO. Box CAMB 
Battle Creek, Ml 49016-1986 

Common stock listed on the New York Stock 
Exchange, Ticker Symbol-K 

Throughout this Annual Report, references in 
italics represent worldwide trademarks or 
product names owned by or associated with 
Kellogg Company. 

tm, ® Kellogg Company 
© 1992 Kellogg Company 

© 

The text of this report is printed on recycled paper. 





W.E. (Bill) LaMothe's commitment to the Kellogg culture 
and the value of grain-based products has inspired Kellogg 
people around the world, kept the Company in the fore¬ 
front of nutrition research and education, and fostered a 
remarkable record of worldwide growth. During Bill's 
12 years as chairman of the board and chief executive 
officer, the value of Kellogg stock increased by more than 
twelve-fold. His legacy of fair, honest, capable leader¬ 
ship is the cornerstone upon which the Kellogg Company 
of tomorrow will be built. We are pleased that Bill has 
been named chairman emeritus and will continue to serve 
on the Board of Directors. 
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